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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions shall have

the following meanings:
“associate(s)”
“Board”

“Business Day”

“Companies Act”

“Companies Ordinance”

“Company”

“connected person(s)”

“Director(s)”

“Eligible Relationship”

“Existing Share Option Scheme”

“Groupu

“HK$” and “cents”

“Hong Kong”

“Latest Practicable Date”

“Listing Rules”

“New Share Option Scheme”

has the meaning ascribed thereto in the Listing Rules;
the board of Directors;

a day on which the Stock Exchange is open for the business
of dealing in securities;

the Companies Act 1981 of Bermuda, as amended from
time to time;

Companies Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended from time to time;

The Sun’s Group Limited, an exempted company
incorporated in Bermuda with limited liability and whose
securities are listed on the Stock Exchange;

has the meaning ascribed thereto in the Listing Rules;
the director(s) of the Company;

the relationship between a Participant and the Company or
any Subsidiary arising from contract, agreement or
arrangement entered into between them, as the case may
be;

the existing share option scheme of the Company which
was adopted by the Company on 30 December 1993;

the Company and its Subsidiaries;

Hong Kong dollars and cents, the lawful currency of Hong
Kong;

The Hong Kong Special Administrative Region of the
People’s Republic of China;

25 October 2002, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information in this circular;

the Rules Governing the Listing of Securities on The Stock
Exchange, as amended from time to time;

the share option scheme proposed to be adopted by the
Company at the Special General Meeting, a summary of
the principal terms of which is set out in the Appendix to
this circular;

-1-




DEFINITIONS

“Participant(s)”

“Share(s)”

“Shareholder(s)”

“Share Issue Mandate”

s

“Special General Meeting’

“Stock Exchange”

any person belonging to any of the following classes of
persons:

(a) any employee (whether full time or part time
employee, including any executive director) of any
member of the Group;

(b)  any officer (including any non-executive director and
independent non-executive director) of any member
of the Group;

(c)  any supplier of goods or services to, or any customer
of, any member of the Group;

(d) any person or entity which provides professional
advice, consultancy services, research, development
or other technological support to any member of the
Group; and

(e) any shareholder of any member of the Group or any
holder of any securities issued by any member of the
Group;

share(s) of HK$0.001 each (or of such other nominal amount
as shall result from a sub-division or a consolidation of
such shares from time to time) in the share capital of the
Company;

the holder(s) of Share(s);

the proposed general mandate to be granted to the Directors
to permit the allotment and issue of new Shares of HK$0.001
each in the Company equal in aggregate up to a maximum
of 20 per cent. of the issued share capital of the Company
as at the date of the Special General Meeting, details of
which are set out in paragraph 2 of the Letter from the
Board;

a special general meeting of the Company to be held on 14
November 2002 at 9:30 a.m. or any adjournment thereof,

notice of which is set out on pages 16 to 18 of this circular;

The Stock Exchange of Hong Kong Limited;




DEFINITIONS

“Subsidiary(ies)”

“substantial shareholder”

“Takeovers Code”

a company which is for the time being and from time to
time a subsidiary (within the meaning of Section 2 of the
Companies Ordinance or Section 86 of the Companies Act)
of the Company, whether incorporated in Hong Kong,
Bermuda or elsewhere;

has the meaning ascribed thereto in the Listing Rules; and

The Hong Kong Code on Takeovers and Mergers, as
amended from time to time.




LETTER FROM THE BOARD

SUIS #'s %  w s
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Executive Directors: Registered Office:
Wei Wu (Chairman and Chief Executive Officer) Clarendon House
He Hui Min 2 Church Street
Sui King Nin, Peter Hamilton HM 11
Chiang Ho Wai Bermuda
Non-executive Directors: Head Office and Principal Place
Wei De Zhong of Business:

29th Floor and 30th Floor
Independent Non-executive Directors: The Sun’s Group Centre
Lai Si Ming 200 Gloucester Road
Kwan Man Fai Wanchai

Hong Kong

28 October 2002
To the Shareholders

Dear Sir or Madam,

TERMINATION OF EXISTING SHARE OPTION SCHEME,
ADOPTION OF NEW SHARE OPTION SCHEME
AND
GENERAL MANDATE TO ISSUE NEW SHARES

1. INTRODUCTION

The purpose of this circular is to provide you with information regarding resolutions to be
proposed at the Special General Meeting to be held on 14 November 2002. These include ordinary
resolutions relating to the Share Issue Mandate, the termination of the Existing Share Option
Scheme and the adoption of the New Share Option Scheme.

2. GENERAL MANDATE TO ISSUE NEW SHARES

At the annual general meeting of the Company held on 21 June 2002, a general mandate
was given to the Directors to issue Shares. Such general mandate to issue Shares has been fully
exercised by the Directors for the issuance of Shares pursuant to the Placing Agreement dated 7
August 2002. Details of the placing of Shares have been set out in the announcement of the
Company dated 8 August 2002.

In order to ensure flexibility and to confer discretion on the Directors in the event that it
becomes desirable to issue any Shares, at the Special General Meeting, an ordinary resolution will
be proposed that the Directors be given the Share Issue Mandate, which is a general and
unconditional mandate to allot, issue and deal in the Shares, which equal in aggregate of up to 20

*  For identification purpose only




LETTER FROM THE BOARD

per cent. of the aggregate nominal amount of the issued share capital of the Company as at the
date of passing of the resolution in connection with the Share Issue Mandate. The Directors wish
to state that they have no present intention of issuing Shares.

3. TERMINATION OF THE EXISTING SHARE OPTION SCHEME AND ADOPTION
OF THE NEW SHARE OPTION SCHEME

The Directors note that on 23 August 2001, the Stock Exchange announced amendments to
Chapter 17 (share option schemes) of the Listing Rules which came into effect on 1 September
2001. In compliance with the above amendments to the Listing Rules, the Directors consider that it
is in the interest of the Company to terminate the Existing Share Option Scheme and to adopt the
New Share Option Scheme. The adoption of the New Share Option Scheme is conditional upon:

(i) the passing by the Shareholders at the Special General Meeting of an ordinary
resolution approving the termination of the Existing Share Option Scheme and the
adoption of the New Share Option Scheme, to authorise the Directors to grant options
to subscribe for Shares under the New Share Option Scheme and to approve the
allotment of, issuance of and dealing with the Shares pursuant to the exercise of the
options granted under the New Share Option Scheme;

(11)  the Listing Committee of the Stock Exchange granting the listing of, and permission
to deal in, the new Shares which may fall to be issued pursuant to the exercise of the
options under the New Share Option Scheme, not exceeding 10% of the total number
of Shares in issue as at the date of approval of the New Share Option Scheme; and

(i1i) the Bermuda Monetary Authority granting consent in respect of the options, and/or
the Shares which may fail to be issued pursuant to the exercise of the options under
the New Share Option Scheme.

A summary of the principal terms of the New Share Option Scheme is set out in the
Appendix to this circular.

All the options granted under the Existing Share Option Scheme to subscribe for shares had
been exercised or lapsed as at the Latest Practicable Date. No options to subscribe for Shares
remained outstanding. The Directors confirm that, prior to the Special General Meeting, they will
not grant any further options under the Existing Share Option Scheme. Upon termination of the
Existing Share Option Scheme, no further options will be granted thereunder.

The purpose of the New Share Option Scheme is to provide incentives to Participants to
contribute to the Group and/or to enable the Group to recruit high-calibre employees and attract
resources that are valuable to the Group and the Shareholders as a whole. To ensure that this
purpose is achieved, the rules of the New Share Option Scheme provide that the Board will grant
options only to Participants who have made valuable contribution to the business of the Group
based on their performance and/or years of service, or who are regarded as valuable resources of
the Group based on their work experience, knowledge in the industry and other relevant factors, or
are expected to be able to contribute to the prosperity, business development or growth of the
Group based on their business connection or network or other relevant factors.

On the basis of 18,673,076,332 Shares in issue as at the Latest Practicable Date, and

assuming no further Shares will be issued or repurchased by the Company on or before the date of
the Special General Meeting, the Company may initially grant options representing 1,867,307,633
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LETTER FROM THE BOARD

Shares under the New Share Option Scheme (i.e., 10 per cent. of the issued share capital of the
Company as at the date of the Special General Meeting). No trustees will be appointed under the
New Share Option Scheme.

Although the rules of the New Share Option Scheme provide that the New Share Option
Scheme is not subject to or conditional upon the achievement of any performance target the Board
believes that the fact that the options must be held for a period of 6 months after the date of grant
of the options before such options may be exercised (which is summarised in paragraph (F) in the
Appendix hereto), the requirement for a minimum subscription price (which is summarised in
paragraph (D) in the Appendix hereto) as well as the Participants selection criteria prescribed by
the rules (which are summarised in paragraph (B) in the Appendix hereto) of the New Share
Option Scheme will serve to protect the value of the Shares as well as to achieve the purpose of
the New Share Option Scheme. In essence, a grantee will be able to benefit from an option only if
the trading price of the Shares increases after the grant of the option.

The Directors consider that it is not appropriate to state the value of all options that can be
granted pursuant to the New Share Option Scheme as if they had been granted on the Latest
Practicable Date as a number of variables which are crucial for the calculation of the option value
have not been determined. Such variables include but are not limited to the exercise price, the
exercise period and other relevant factors. The Directors believe that any calculation of the value
of any option which might have been granted on the Latest Practicable Date would be based on a
number of speculative assumptions and therefore not only would such calculation not be meaningful
or representative, but it could also potentially be misleading to the Shareholders.

Application will be made to the Listing Committee of the Stock Exchange for the approval
of listing of, and permission to deal in, the new Shares that may be issued pursuant to the exercise
of the options granted under the New Share Option Scheme of not exceeding 10% of the total
number of Shares in issue as at the date of approval of the New Share Option Scheme.

A copy of the New Share Option Scheme in its draft form will be available for inspection at
the principal place of business of the Company during normal business hours from the date of this
circular for 14 days and at the Special General Meeting.

The Directors also believe that the adoption of the New Share Option Scheme is in the best
interests of the Company and its Shareholders as a whole.

In accordance with the requirements of Rule 17.02(1)(a) of the Listing Rules, the Company
will publish in the newspaper an announcement on the outcome of the Special General Meeting
relating to the adoption of the New Share Option Scheme on the business day following the date of
the Special General Meeting.

4. SPECIAL GENERAL MEETING

The notice of the Special General Meeting is set out on pages 16 to 18 of this circular. At
the Special General Meeting, resolutions will be proposed to approve the termination of the Existing
Share Option Scheme, the adoption of the New Share Option Scheme and the granting of the Share
Issue Mandate.

A form of proxy for use at the Special General Meeting is enclosed with this circular. To be

valid, the form of proxy must be completed in accordance with the instructions printed thereon and
deposited, together with the power of attorney or other authority (if any) under which it is signed
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or a certified copy of that power of attorney or authority at the Company’s Share Registrar in Hong
Kong, Tengis Limited, at 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong not
less than 48 hours before the time appointed for holding the Special General Meeting and any
adjournment thereof. Completion and delivery of the form of proxy will not preclude you from
attending and voting at the Special General Meeting if you so wish.

s. RECOMMENDATION

The Directors consider that the proposed termination of the Existing Share Option Scheme,
adoption of the New Share Option Scheme and granting of the Share Issue Mandate are in the
interests of the Company, the Group and the Shareholders as a whole. Accordingly, the Directors
recommend Shareholders to vote in favour of the relevant resolutions to be proposed at the Special
General Meeting.

6. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose
of giving information with regard to the Company. The Directors collectively and individually
accept full responsibility for the accuracy of the information contained in this circular and confirm,
having made all reasonable enquiries, that to the best of their knowledge and belief there are no
other facts the omission of which would make any statement herein misleading.

7. GENERAL INFORMATION

Your attention is drawn to the additional information set out in the Appendix to this circular.

Yours faithfully,
For and on behalf of the Board
Wei Wu
Chairman & Chief Executive Officer




APPENDIX THE PRINCIPAL TERMS OF THE NEW SHARE OPTION SCHEME

This Appendix summaries the principal terms of the New Share Option Scheme.
(A) PURPOSE

The purpose of the New Share Option Scheme is to provide incentives to Participants to
contribute to the Group and/or to enable the Group to recruit high-calibre employees and attract
resources that are valuable to the Group and the Shareholders as a whole.

(B) WHO MAY JOIN

The Board (as hereinafter defined) may grant (subject to acceptance by the Participant in
accordance with the terms of the New Share Option Scheme) to any Participant who, the Board
may determine in its absolute discretion, has made valuable contribution to the business of the
Group based on his performance and/or years of service, or is regarded as valuable resources of
the Group based on his work experience, knowledge in the industry and other relevant factors, or
is expected to be able to contribute to the prosperity, business development or growth of the Group
based on his/its business connection or network or other relevant factors, and subject to such
conditions as the Board may think fit, Option(s) to subscribe for such number of Shares (at
hereinafter defined) as the Board may determine at the subscription price, provided that no such
grants shall be made except to such number of Participants and in such circumstances that the
Company will not be required under the applicable securities laws and regulations to issue a
prospectus or other offer document in respect thereof, and will not result in the breach by the
Company or its directors of any applicable securities laws and regulations or in any filing or other
requirements arising.

(C) PAYMENT ON ACCEPTANCE OF OPTION

HKS$10.00 in cash is payable by the Participant who accepts the grant of an option in
accordance with the terms of the New Share Option Scheme on acceptance of the grant of an
option.

(D) SUBSCRIPTION PRICE

The subscription price for the Shares under the options to be granted under the New Share
Option Scheme will be a price determined by the Board and notified to a Participant at the time the
grant of the options is made to (and subject to acceptance by) the Participant and shall be at least
the highest of: (a) the closing price of the Shares as stated in the Stock Exchange’s daily quotations
sheets on the date of the grant (subject to acceptance) of the option, which must be a Business
Day; (b) the average closing price of the Shares as stated in the Stock Exchange’s daily quotations
sheets for the 5 Business Days immediately preceding the date of the grant (subject to acceptance)
of the option; and (c) the nominal value of the Shares on the date of the grant (subject to acceptance)
of the option.

(E) MAXIMUM NUMBER OF SHARES

The limit on the total number of Shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the New Share Option Scheme and any other share
option schemes of the Group must not exceed 30% of the number of issued Shares from time to
time.
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In addition, subject as provided below in this paragraph (E), the total number of Shares
which may be issued upon exercise of all options to be granted under the New Share Option
Scheme and any other share option schemes of the Group, must not represent more than 10% of
the issued Shares as at the date of approval of the New Share Option Scheme by the Shareholders
(the “10% Limit”). Options lapsed in accordance with the terms of the New Share Option Scheme
or any other share option scheme(s) of the Group shall not be counted for the purpose of calculating
the 10% Limit. The Company may seek approval from its Shareholders in general meeting to
refresh the 10% Limit at any time in accordance with the relevant procedural requirements of the
Listing Rules, provided that the total number of Shares which may be issued upon exercise of all
options to be granted under the New Share Option Scheme and any other share option scheme(s)
of the Group under the limit as refreshed must not exceed 10% of the number of Shares in issue as
at the date of approval of the refresher mandate (the “New Refreshed Limit”). Options previously
granted to (and subject to acceptance by) a Participant under the New Share Option Scheme and/or
any other share option scheme(s) of the Group (including those exercised, outstanding, cancelled
or lapsed in accordance with the New Share Option Scheme or such other schemes) shall not be
counted for the purpose of calculating the New Refreshed Limit.

The Company may also seek separate approval from the Shareholders in general meeting for
granting options beyond the 10% Limit, or as the case may be, the New Refreshed Limit, to
specifically identified Participants in accordance with the provisions of the Listing Rules.
Accordingly, if the prior approval of the Shareholders in general meeting is obtained in accordance
with the relevant procedural requirements of the Listing Rules, the Board may grant options to
such Participants in respect of such number of Shares and on such terms as may be specified in the
circular required to be issued under the Listing Rules.

If any grant of options is proposed to be made to a Participant which, if accepted and
exercised in full, would result in the Shares issued and which may fall to be issued upon the
exercise of such options proposed to be granted and all options already granted or to be granted
(including options exercised, cancelled and outstanding) to such person under the New Share
Option Scheme and any other share option scheme(s) of the Group in the 12-month period up to
and including the proposed date of grant for such options exceeding 1% of the number of Shares in
issue as at the proposed date of grant, then such further grant of options must first be approved by
the Shareholders in general meeting held in accordance with the relevant procedural requirements
of the Listing Rules, and such Participant and his associates shall abstain from voting on the
relevant resolution at such meeting.

({F) EXERCISE OF OPTION

An option may be exercised in accordance with the terms of the New Share Option Scheme
at any time during a period to be notified by the Board to the grantee and commencing on the
expiry of 6 months after the date of grant of an option and in any event expiring on a date no later
than the last date of the period of 10 years commencing on the date of adoption of the New Share
Option Scheme.

The right to exercise an option is not subject to or conditional upon the achievement of any
performance target.
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(G) RIGHTS ARE PERSONAL TO GRANTEE

An option shall be personal to the grantee and shall not be assignable and no grantee shall
in any way sell, transfer, assign, charge, mortgage, encumber or create any interest in favour of
any third party over or in relation to any option or purport to do any of the foregoing. Any breach
of the foregoing shall entitle the Company to cancel any outstanding option, or any part thereof, in
favour of such grantee.

(H) RIGHTS ON CEASING EMPLOYMENT OR OFFICE

Where the grantee is an employee (including any executive director) or an officer (including
any non-executive director and independent non-executive director) of any member of the Group,
in the event of the grantee ceasing to be such employee or officer by reason of redundancy or
because the employing entity being the Company or any Subsidiary ceases to be a member of the
Group, then the grantee may exercise the option up to his entitlement at the date of cessation (to
the extent not already exercised) until whichever is the earlier of the date of expiry of the option
period or the last day of the period of 1 month (or such longer period as the Board may determine)
following the date of such cessation, which date shall be the last actual day of employment or
office with the Company or the relevant Subsidiary whether payment in lieu of notice is made or
not (if applicable).

(I)  RIGHTS ON DEATH, ILL HEALTH, DISABILITY, RETIREMENT OR INSANITY

Where the grantee is an employee (including any executive director) or an officer (including
any non-executive director and independent non-executive director) of any member of the Group,
in the event of the grantee ceasing to be such employee or officer by reason of death and none of
the events which would be a ground for termination of his employment or office specified in the
New Share Option Scheme has occurred and to the extent that the grantee has outstanding options
at the time of such cessation, the legal personal representative(s) of such grantee shall be entitled
unti]l whichever is the earlier of the date of expiry of the option period or the last day of the period
of 6 months after the issue of the probate or the letter of administration of the grantee (or such
longer period as the Board may determine) to exercise the options (to the extent not already
exercised) in full or to the extent specified in the notice to exercise such options.

Where the grantee is an employee (including any executive director) or an officer (including
any non-executive director and independent non-executive director) of any member of the Group,
in the event of the grantee ceasing to be such employee or officer by reason of ill health, disability,
retirement or insanity and none of the events which would be a ground for termination of his
employment or office specified in the New Share Option Scheme has occurred and to the extent
that the grantee has outstanding options at the time of such cessation, such grantee or the legal
personal representative(s) of that grantee shall be entitled until whichever is the earlier of the date
of expiry of the option period or the last day of the period of 6 months from the date of cessation
(or such longer period as the Board may determine) to exercise the options (to the extent not
already exercised) in full or to the extent specified in the notice to exercise such options.

(J)  RIGHTS ON TAKEOVER
If a general offer to acquire Shares (whether by takeover offer, merger, privatisation proposal

by scheme of arrangement between the Company and the Shareholders or otherwise in like manner)
is made to all the Shareholders (or all such holders other than the offeror and/or any person
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controlled by the offeror and/or any person acting in concert with the offeror) and such offer,
having been approved in accordance with applicable laws and regulatory requirements, becomes or
is declared unconditional, the grantee of the option (or his legal personal representative(s)) shall
be entitled to exercise the option (to the extent not already exercised) at any time until whichever
is the earlier of the date of expiry of the option period or the last day of the period of 14 days after
the date on which the offer becomes or is declared unconditional, after which the option shall
lapse.

(K) RIGHTS ON WINDING UP

If a notice is given by the Company to the Shareholders to convene a general meeting for
the purposes of considering and, if thought fit, approving a resolution to voluntarily wind up the
Company, the Company shall on the same date as or soon after it despatches such notice to each
Shareholder give notice thereof to all grantees and thereupon, each grantee {or his legal personal
representative(s)) shall be entitled to exercise all or any of his options at any time not later than 2
business days prior to the record date for ascertaining entitlements to attend and vote at the
proposed general meeting of the Company (in any event not later than the date of expiry of the
option period) by giving notice in writing to the Company, accompanied by a remittance for the
full amount of the aggregate subscription price for the Shares in respect of which the notice is
given whereupon the Company shall as soon as possible and, in any event, no later than the record
date for ascertaining entitlements to attend and vote at the proposed general meeting referred to
above, allot the relevant Shares to the grantee credited as fully paid.

(L) RIGHTS ON COMPROMISE OR ARRANGEMENT

If an application is made to the court (otherwise than where the Company is being voluntarily
wound up), pursuant to the Companies Act, in connection with a proposed compromise or
arrangement between the Company and the Shareholders (or any class of them), the grantee may
by notice in writing to the Company within 21 days after the date of such application (in any event
not later than the date of expiry of the option period), exercise the option in full (to the extent not
already exercised) or to the extent specified in such notice.

(M) EFFECTS OF ALTERATIONS TO CAPITAL

Subject to the limits on the number of Shares described in paragraph (E) above, in the event
of any capitalisation issue, rights issue, sub-division or consolidation of Shares or reduction of
share capital of the Company (other than an issue of Shares as consideration in respect of a
transaction) whilst an option remains outstanding, such corresponding adjustments (if any) will be
made to (a) the number of Shares subject to the New Share Option Scheme, (b) the number of
Shares subject to outstanding options and/or (c) the subscription price in relation to each outstanding
option, provided that any such adjustments shall be made such that the proportion of the issued
share capital of the Company to which an option entitles the grantee to subscribe after such
adjustment must be the same as that to which the option entitled the grantee to subscribe immediately
before such adjustment, but so that no such adjustment shall be made to the extent that the effect
of such adjustment would be to enable any Share to be issued at less than its nominal value. In
respect of any adjustment required by the foregoing provisions, other than any made on a
capitalisation issue, the auditors for the time being of the Company must also confirm to the Board
in writing that the adjustments satisfy the foregoing proviso.
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(N)

LAPSE OF OPTIONS

An option shall lapse automatically (to the extent not already exercised) on the earliest of:

M)
(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

the expiry of the option period or the expiry of the Scheme Period;
the expiry of the periods referred to in paragraphs (H), (I), (J) or (L) above;

subject to paragraph (K) above, the earlier of the close of business on the second
business day prior to the record date for ascertaining entitlements to attend and vote
at the general meeting referred to in paragraph (K) above or the date of commencement
of the winding-up of the Company;

save as otherwise provided in paragraph (J) above, or by the court in relation to the
scheme in question, upon the sanctioning pursuant to the Companies Act by the
Supreme Court of Bermuda of a compromise or arrangement between the Company
and the Shareholders or its creditors for the purposes of or in connection with a
scheme for the reconstruction of the Company or its amalgamation with any other
company or companies;

where the grantee is an employee (including any executive director) or an officer
(including any non-executive director and independent non-executive director) of the
Company or any Subsidiary, the date on which the grantee ceases to be such employee
or officer by reason of the termination of his employment or office on any one or
more of the grounds that he has been guilty of misconduct, or has committed an act
of bankruptcy or has become insolvent or has made any arrangement or composition
with his creditors generally, or has been convicted of any criminal offence involving
his integrity or honesty or (if so determined by the Board) on any other ground on
which an employer would be entitled to terminate his employment or office at common
law or pursuant to any applicable laws or under the grantee’s service contract or
terms of office with the Company or the relevant Subsidiary;

where the grantee is an employee (including any executive director) or an officer
(including any non-executive director and independent non-executive director) of the
Company or any Subsidiary, in the event of the grantee ceasing to be such employee
or officer for any reason of voluntary resignation or by reason of proper termination
of his employment or office in accordance with his contract of employment or
engagement by the Company or any Subsidiary (otherwise than as a result of
redundancy or because the employing entity ceases to be a member of the Group,
which cases are specified in Paragraph (H)), the date on which the grantee ceases to
be in such Eligible Relationship with the Company or any Subsidiary for any reason;

where the grantee is in an Eligible Relationship (other than in a position as an
employee or officer) with the Company or any Subsidiary, the date on which the
grantee ceases to be in such Eligible Relationship with the Company or any Subsidiary
for any reason; or

the date on which the Board exercises the Company’s right to cancel the option
because of a breach by the grantee of the rules summarised in paragraph (G) above.
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(O) RANKING AND VOTING RIGHTS OF SHARES

The Shares to be allotted upon the exercise of an option will be subject to all the provisions
of the bye-laws of the Company and the laws of Bermuda and will rank pan passu with the fully
paid Shares in issue on the date of allotment or, if that date falls on a day when the register of
members of the Company is closed, the first day of the reopening of the register of members and
accordingly will entitle the holders to participate in all dividends or other distributions paid or
made on or after the date of allotment or, if that date falls on a day when the register of members
of the Company is closed, the first day of the reopening of the register of members, other than any
dividend or other distribution previously declared or recommended or resolved to be paid or made
with respect to a record date which shall be before the date of allotment, or, if later, before the
date of registration of the allotment in the register of members of the Company.

A Share issued upon the exercise of an option shall not carry any voting rights until the
registration of the grantee (or any other person) as the holder thereof.

(P) CANCELLATION OF OPTIONS

The Board may effect the cancellation of any options granted but not exercised on such
terms as may be agreed with the relevant grantee, as the Board may in its absolute discretion see
fit and in a manner that complies with all applicable legal requirements for such cancellation.

Where the Company cancels any options granted but not exercised and grants new options
to the same grantee, the grant of such new options may only be made under the New Share Option
Scheme if there is available unissued options (excluding the cancelled options) within each of the
10% limits as referred to in paragraph (E) above.

(Q) ALTERATION TO THE NEW SHARE OPTION SCHEME

The terms of the New Share Option Scheme may be altered in any respect by resolution of
the Board except that the provisions of the New Share Option Scheme relating to matters contained
in Rule 17.03 of the Listing Rules shall not be altered to the advantage of Participants unless with
the prior sanction of a resolution of the Shareholders in general meeting.

Any alterations to the terms and conditions of the New Share Option Scheme which are of a
material nature or any change to the terms of options granted must first be approved by the
Shareholders in general meeting, except where the alterations take effect automatically under the
existing terms of the New Share Option Scheme.

The amended terms of the New Share Option Scheme or the options must still comply with
the relevant requirements of Chapter 17 of the Listing Rules.

Any change to the authority of the Board in relation to any alteration to the terms of the
New Share Option Scheme must first be approved by the Shareholders in general meeting.

(R) TERMINATION OF THE NEW SHARE OPTION SCHEME
The Company by an ordinary resolution of the Shareholders in general meeting or at a
meeting of the Board may at any time terminate the operation of the New Share Option Scheme

and in such event no further options will be granted or accepted but the provisions of the New
Share Option Scheme shall remain in force in all other respects. In the event of early termination
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of the New Share Option Scheme in accordance with the provisions in this paragraph, outstanding
options granted to the grantees will continue to be exercisable during the relevant option period,
but in any event not later than the last day of the 10-year period commencing from the Adoption
Date.

(S) PERIOD OF THE NEW SHARE OPTION SCHEME

Subject to termination as referred to in paragraph (R) above, the New Share Option Scheme
shall be valid and effective for a period of 10 years commencing on the date of adoption of the
New Share Option Scheme by the Shareholders, after which period no further options will be
granted or accepted but the provisions of the New Share Option Scheme shall remain in full force
and effect to the extent as may be required in all other respects. In the event of early termination of
the New Share Option Scheme in accordance with the provisions in paragraph (R), outstanding
options granted will continue to be exercisable during the relevant option period, but in any event
not later than the last day of the 10-year period commencing from the Adoption Date.

(T) CONDITIONS
The New Share Option Scheme is conditional upon:

(a) the passing by the Shareholders in the general meeting of an ordinary resolution to
approve the adoption of the New Share Option Scheme and the termination of the
Existing Share Option Scheme, to authorise the directors of the Company to grant
options to subscribe for Shares under the New Share Option Scheme and to approve
the allotment of, issuance of and dealing with the Shares pursuant to the exercise of
the options granted under the New Share Option Scheme;

(b)  the Listing Committee of the Stock Exchange granting the listing of, and permission
to deal in, any Shares which may fall to be issued pursuant to the exercise of options
under the New Share Option Scheme; and

(c)  the Bermuda Monetary Authority granting consent in respect of the options, and/or
the Shares which may fall to be issued pursuant to the exercise of the options under
the New Share Option Scheme.

(U) RESTRICTIONS ON THE TIMING OF GRANT OF OPTION

No option shall be granted to any Participant if the date of grant in respect of that option
occurs (or would, in the absence of this provision, occur) after a price sensitive event has occurred
or a price sensitive matter in relation to the securities of the Company has been the subject of a
decision, until such price sensitive information has been published in the newspapers. In particular,
no option may be granted within the period commencing 1 month immediately preceding the
earlier of: (i) the date of the Board meeting for the approval of the Company’s interim or annual
results; and (ii) the deadline for the Company to publish its interim or annual results announcement,
and ending on the date of the results announcement.
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(V)  GRANT OF OPTIONS TO CONNECTED PERSONS

Where any grant of options is proposed to be made to a Participant who is a director, chief
executive or substantial shareholder of the Company, or any of their respective associates, such
grant must first be approved by the independent non-executive Directors (excluding any independent
non-executive Director who is the proposed grantee of the options).

If the grant of options is to be made to a Participant who is a substantial Shareholder or an
independent non-executive Director, or any of their respective associates, which would result in
the Shares issued and to be issued upon exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding) to such person under the New Share
Option Scheme and any other scheme(s) of the Company in the 12-month period up to and
including the proposed date of the grant (subject to acceptance) of the options: (i) representing in
aggregate over 0.1% of the number of Shares then in issue; and (ii) having an aggregate value,
based on the closing price of the Shares as stated in the Stock Exchange’s daily quotations sheets
on each relevant date of the grant (subject to acceptance) of the options, in excess of HK$5
million, then such grant of options must first be approved by the Shareholders in general meeting,
with all the connected persons of the Company abstaining from voting on the proposed grant
(except that any such connected person may vote against the relevant resolution at the general
meeting provided that his intention to do so has been stated in the document required to be issued
pursuant to the Listing Rules). Any vote taken at the meeting to approve the proposed grant of
such options must be taken on a poll. In addition, any proposed change in the terms of options
granted to a Participant who is a substantial shareholder or an independent non-executive director
of the Company, or any of their respective associates, must first be approved by the Shareholders
in general meeting on a similar basis (as to abstention and voting by poll) as stated above.
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NOTICE OF SPECIAL GENERAL MEETING

SUTS TS GOV AT,

(Incorporated in Bermuda with limited liability)

NOTICE IS HEREBY GIVEN that a Special General Meeting of the shareholders of The
Sun’s Group Limited (the “Company”) will be held at Caine Room, Level 7, Conrad Hong Kong,
Pacific Place, 88 Queenway, Hong Kong on Thursday, 14 November 2002 at 9:30 a.m. for the
purpose of considering and, if thought fit, passing with or without amendments, the following
resolutions as Ordinary Resolutions:

ORDINARY RESOLUTIONS

1. “THAT subject to and conditional upon (a) the Listing Committee of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) granting the listing of, and permission to
deal in, any shares of the Company (the “Shares”) which may fall to be issued pursuant to
the exercise of options to subscribe for the Shares (the “Options”) under a new share option
scheme of the Company (the “New Share Option Scheme”), a copy of which marked “A” is
produced to the meeting and for the purpose of identification signed by the Chairman
thereof, not exceeding 10% of the total number of Shares in issue as at the date of approval
of the New Share Option Scheme; and (b) the Bermuda Monetary Authority granting consent
in respect of the Options, and/or the Shares which may fall to be issued pursuant to the
exercise of the Options under the New Share Option Scheme, the New Share Option Scheme
be and is hereby approved and adopted and the directors of the Company (the “Directors™)
be and are hereby authorised to do all such acts and to enter into all such transactions,
arrangements and agreements as may be necessary or expedient in order to give full effect
to the New Share Option Scheme including but without limitation:

(i) to administer the New Share Option Scheme under which the Options will be granted
to participants eligible under the New Share Option Scheme to subscribe for Shares;

(ii)  to modify and/or amend the New Share Option Scheme from time to time provided
that such modification and/or amendment is effected in accordance with the provisions
of the New Share Option Scheme relating to modification and/or amendment;

(i) to issue and allot from time to time such number of Shares in the capital of the
Company as may be required to be issued pursuant to the exercise of the options
under the New Share Option Scheme provided always that the total number of Shares
subject to the New Share Option Scheme, when aggregated with any Shares subject
to any other share option schemes, shall not exceed 10% of the relevant class of the
issued share capital of the Company as at the date of passing of this resolution, but
the Company may seek approval of its shareholders in general meeting for refreshing
the 10% limit under the New Share Option Scheme and the maximum number of
Shares which may be issued upon exercise of all outstanding options granted under
the New Share Option Scheme and any other share option schemes of the Company
or any of its subsidiaries shall not exceed 30% of the relevant class of the issued
share capital of the Company from time to time;

*  For identification purpose only

-16 -




NOTICE OF SPECIAL GENERAL MEETING

(iv)

(v)

to make applications at the appropriate time or times to the Stock Exchange and any
other stock exchanges upon which the issued Shares of the Company may for the
time being be listed, for listing of and permission to deal in any Shares which may
hereafter from time to time be issued and allotted pursuant to the exercise of the
options under the New Share Option Scheme; and

to consent, if they so deem fit and expedient, to such conditions, modifications and/or
variations as may be required or imposed by the relevant authorities in relation to the
New Share Option Scheme; and

the existing share option scheme of the Company which was adopted by the Company on 30
December 1993 be terminated on the New Share Option Scheme coming into effect upon
the fulfillment of the conditions set out above.”;

“THAT the exercise by the directors of the Company (the “Directors’) during the Relevant
Period (as defined below) of all the powers of the Company to issue, allot and deal with
additional shares of the Company (the “Shares”) and to make or grant offers, agreements
and options which would or might require Shares to be allotted, issued or dealt with during
or after the end of the Relevant Period (as defined below), be and is hereby generally and
unconditionally approved,

(a)

provided that, otherwise than pursuant to (i) a rights issue where Shares are offered
to the Company’s shareholders on a fixed record date in proportion to their then
holdings of Shares (subject to such exclusions or other arrangements as the Directors
may deem necessary or expedient in relation to fractional entitlements or having
regard to any restrictions or obligations under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in any territory outside Hong
Kong) or (it) any option scheme or similar arrangement for the time being adopted
for the grant or issue to officers and/or employees of the Company and/or any of its
subsidiaries and/or any other eligible participant pursuant to the scheme of Shares or
rights to acquire Shares, or (iii) any scrip dividend scheme or similar arrangement
providing for the allotment of Shares in lieu of the whole or part of a dividend on
Shares in accordance with the bye-laws of the Company, the total nominal amount of
additional Shares to be issued, allotted, dealt with or agreed conditionally or
unconditionally to be issued, allotted or dealt with shall not exceed the aggregate of:

(A) 20% of the total nominal amount of the share capital of the Company in issue
on the date of passing of this resolution; and

(B) an amount representing the aggregate nominal value of Shares repurchased by
the Company pursuant to the repurchase mandate granted pursuant to the
ordinary resolution no. (B) passed by the shareholders of the Company at the
annual general meeting of the Company held on 21 June 2001, provided that
such value shall not exceed 10% of the aggregate nominal value of the share
capital of the Company in issue on 21 June 2001, and

the said approval shall be limited accordingly; and
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(b)  for the purpose of this resolution, “Relevant Period” means the period from the
passing of this resolution until whichever is the earliest of;

) the conclusion of the next annual general meeting of the Company;

(ii)  the revocation or variation of the authority given under this resolution by
ordinary resolution passed by the Company’s shareholders in general meetings;
and

(iii) the expiration of the period within which the next annual general meeting of
the Company is required by the bye-laws of the Company or any applicable
laws to be held.”

By Order of the Board
Yuen Wai Kuen
Company Secretary

Hong Kong, 28 October 2002

Notes:

A member of the Company, who is the holder of two or more shares of the Company is entitled to attend and vote
at the above-mentioned special general meeting may appoint more than one proxy to represent him and vote on
his behalf. A proxy need not be a member of the Company. If more than one proxy is so appointed, the appointment
shall specify the number of shares in respect of which each such proxy is so appointed.

The instrument appointing a proxy and the power of attorney or other authority (if any) under which it is signed,
or a certified copy of such power or authority, must be lodged at the Company’s Share Registrar in Hong Kong,
Tengis Limited, at 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong not less than 48 hours
before the time fixed for holding of the said meeting or any adjournment thereof.
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The Sun's Group Limited (formerly known as "Pearl Oriental Holdings Limited") (the "Company”) is an investment holding company
with subsidiaries (collectively the "Group”) operating primarily in the Hong Kong Special Administration Region.The Group's principal
businesses are property trading and development, hotel investment and management. The Company’s shares are also available for
the investors in the United States through American Depositary Receipts ("ADR").

HALF-YEAR HIGHLIGHTS

{Unaudited)
Six-month period ended

30th June
2002 2001
(Restated)
HKs'000 HKS000
Turnover 12,837 132,903
Profit/{Loss) attributable to shareholders 34,099 (243,512)
Earnings/(Loss) per share

.0.25 cents (1.81 cents)

Re-establish our position in the property sector with cansolidated praperty portfolios for sale and investment.

Complete debt restructuring arrangement with various creditor banks.

HALF-YEAR MILESTONES

January 2002

January 2002

January 2002

May 2002

May 2002

May 2002

June 2002

June 2002

The previous substantial shareholder, Mr. Wong Kwan, disposed of 29.9% of his interests in the
Company to China Wanan Group Limited, in which 30% was held by Gold Pin Holding Inc. and 20%
by Fudi Venture Limited respectively.

Disposed of all internet and telecommunication business to Dynamic Brilliant Group Ltd., a wholly-
owned company of Mr. Wong Kwan, on 29 January 2002 and concentrated on property and
development business.

The old management represented by Mr. Wong Kwan, Mr. Wong Wai Hay and Mr. Wong Yau Kuen
was replaced by the new management consisting of Mr. Wei Wu (the Chairman) and Mr. He Hui
Min, Mr. Siu King Nin, Peter and other members of the Board.

Reported dramatic decrease in loss attributable to shareholders from approximately HK$1,162 million
(year ended 31 December 2000) to approximately HK$670 million (year ended 31 December 2001).

Effected change of company name to “The Sun’s Group Limited".

Approved capital restructuring including, inter alias, reducing the nominal value of all the issued
shares of the Company from HK$0.10 to HK$0.001 each and eliminating a total of approximately
HKS$1,700 million of accumulated losses.

Entered into a Deed of Settlement with On Fat Limited and Canal Expertise International Group
Limited respectively for debts of approximately HK$102 million and HK$26 million by ways of
subscription of shares and cash.

Entered into an agreement for Setttement of Action and Restructuring Agreement with The
Hongkong Chinese Bank Limited for restructuring a loan of approximately HK$101 million.




July 2002 Concluded a debt restructuring plan with Industrial and Commercial International Capital Limited
for repayment of a debt of approximately HK$47 million owed by a wholly owned subsidiary of the
Company.

PROFIT FOR THE FIRST HALF YEAR

The Group has turned from deficit to profit during the six-month period ended 30 June 2002 Its unaudited consolidated net profit
after tax for the first half year of 2002 amounted to approximately HK$33,893,000. Earnings per share were HK$0.25 cents. The Board
of the Company resolved not to declare any interim dividend for the six-month period ended 30 June 2002.

PROSPECTS

Along with the decline in the technology and communication industries, the global economic environment became more uncertain
during the review period coincided with a sluggish pace of recovery of the US economy. in Hong Kong, problems of deflation and
unemployment have continued, and the economic adjustment was aggravated by the impacts of external economic volatility and
intensified global competition. The Hong Kong economy and property market remained weak. Despite these difficulties, solid
progress was reported for the Group's businesses in Hong Kong.

The Group's financial position continues to be improved. With its strategic debt restructuring and rescheduling of financial resources,
the Group will continue its ongoing diversification initiatives combined with innovative but prudent business strategies. These
advantages will put the Group in a more favorable position to compete with other competitors in the Greater China market.

The Sun’s Group will continue to be based in Hong Kong while actively pursuing global expansion, and it will strive to extend its
diversified portfolio of quality businesses both locally and globally. With its mission to maximise shareholder value, the Group will
continue to seize new growth opportunities and attain new heights following its philosophy,“To advance while maintaining stability,
and to maintain stability while advancing” We shall continue our prudent management while investing for the future, for our core
office, hotel as well as high-end residential portfolio.

MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW
Property and Project Management

Turnover for property and project management during the first half year was approximately HK$1.3 million (2001: HK$1.3 million).
Contribution from property and project management was approximately HKS1 million (2001: HK$0.4 million). While contribution
from property management is not significant, the Group is committed to providing top quality services to properties under our
management.

The development works for the Skyhigh project is expected to be completed in late 2003 or early 2004 and its pre-sale is expected
to be launched in the fourth quarter of this year. In view of the property market for the luxury flats especially in the Peak is still in
the upward trend, the return from the sale of Skyhigh is expected to be favorable.

In addition, the hotel project is expected to commence business in the first quarter of 2003, With the expected increase of tourists
from mainland China due to the strong recovery of China, the hotel project is anticipated to generate greater returns and cash flow
to the Group. ’

Property Rental
Turnover for property rental during the first half year was approximately HK$4.87 million (2001: HK$4.54 million), an increase of

HK$0.33 million when compared to the same period last year mainly as a result of accounting for the improvement in occupancy
rate in our properties.




Discontinuing Operations

In December 2001, the Group entered into an agreement to dispose of certain subsidiaries engaged in the telecommunications and
internet business. Completion of the disposal took place in February 2002. Thereafter, the Group ceased its telecommunications and
internet business, the results of which are presented as “discontinuing operations” in the consolidated income statement for the six-
month period ended 30 June 2002. The consolidated income statement for the six-month period ended 30 June 2001 has been
restated to present the results of the Group's telecommunications and internet business as discontinuing operations.

FINANCIAL REVIEW
Liquidity and Financing

Together with bank loans of approximately HK$941 million, the Group's total borrowings as at 30 June 2002 were HK$1,285 million
due to interest element. The maturity profile of bank loan principal spread over a period of 10 years with approximately HK$852
million repayable within one year, HK$38 million within two to five years and HK$52 million within 10 years. During the period, the
Group has completed a series of debt restructuring with various creditor banks, details of which are set out in the “Half-Year
Milestones” in this interim report. As at the date of this interim report, a loan of approximately HK$578 mitlion with one of the
creditor banks is yet to be finalized. The Company believes that a satisfactory bank restructuring plan will be concluded shortly. The
Group continued to decrease its gearing ratio calculated on the basis of the Group's bank borrowings over total assets, at 71% at the
period end date.

The Group has consistently maintained a healthy position and the Board believes that the Group has adequate financial resources to
meet its financial efficiency.

Treasury Policies

The Group maintains a conservative approach on foreign exchange exposure management. The majority of the Group’s borrowings,
approximately 71% of the total at the period end date, was in HKS with the balance in USS. While the Group derives its revenue and
maintains cash balances mainly in HKS, the Group has arranged with its bankers to change the US$ barrowings to HKS borrowings
subsequent to this period.

The Group's borrowings are principally on a floating rate basis. When appropriate and at times of interest rate uncertainty or
volatility, hedging instruments including swaps and forwards are used in Group's management of interest rate exposure.

Capital Structure

The Company has undergone capital reorganization in May 2002 to allow the Company to eliminate the accumulated losses
standing in the accumulated loss account of the Company as at 31 December 2000 (the "Accumulated Losses”) and the change of
nominal value of the then existing shares of HK$0.10 (the “Existing Shares”) which give the Company flexibility in pricing new issue
of shares, in which the followings had been done:-

(a) the issued share capital of the Company was reduced (the “Capital Reduction”) by canceling the paid-up capital to the
extent of HK$0.099 on each of the Existing Shares in issue as at 8§ May 2002 (the “Effective Date”) and by reducing the
nominal value of all the issued Existing Shares as at the Effective Date from HK$0.10 each to HK$0.001 each (the "Adjusted
Shares”);

(b) a credit in the sum of HKS$1,328,385,940 arising from the Capital Reduction be applied towards the elimination of the
Accumulated Losses;

() the application of such amount from the credit arising from share premium account of about HK$409,937,060 to eliminate
the balance of the Accumulated Losses; and

(d) immediately upon completion of the Capital Reduction, the authorized share capital be diminished by cancelling all of the
unissued Existing Shares and thereafter the authorised share capital be increased by such number of Adjusted Shares such

that the authorised share capital shall be HK$2,000,000,000 consisting of 2,000,000,000,000 Adjusted Shares.

Charges On Assets
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Contingent Liabilities
At 30 June 2002, the Group remains with no significant change in contingent liabilities from last year-end date.
EMPLOYEES

The Group employed approximately 56 (2001: 390) employees at the period end date. Employees’ cost (excluding directors’
emoluments) amounted to approximately HK$5.3 million for the period. The Group ensures that the pay levels of its employees are
competitive and employees are rewarded on a performance related basis within the general framework of the Group's salary and
bonus system.The Group does not have any outstanding unexercised share options for employees. The sharp decrease in headcount
during the review period was mainly due to the disposal of those manpower-oriented businesses, including telecommunication and
internet businesses.

REVIEW STATEMENT BY THE AUDIT COMMITTEE

In accordance with the requirements of paragraph 39 of Appendix 16 of the Rules Governing the Listing of Securities (the “Listing
Rules”) issued by The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the Audit Committee of the Company has
reviewed the unaudited Condensed Interim Financial Statements for the six-month period ended 30 June 2002, including the
accounting principles and practices adopted by the Group.

COMPLIANCE WITH CODE OF BEST PRACTICE

None of the directors of the Company is aware of any information that would reasonably indicate that the Company, during this
period, has not been in compliance with the Company's Code of Best Practice, which incorporates the items set out in Appendix 14
of the Listing Rules except that the non-executive directors of the Company are not appointed for a specific term, however, they
are subject to retirement by rotation and re-election at annual general meeting of the Company in accordance with Company’s Bye-
Laws.

In compliance with the additional requirement of the Stock Exchange’s Code of Best Practice, the Company in 1999 established an
Audit Committee, which is currently composed of two independent Non-executive Directors. Reporting to the Board of Directors,
the Audit Committee reviews matters within the purview of audit, such as financial statements and internal control, to protect the
interests of the Company’s shareholders.

INTERESTS OF DIRECTORS AND SUBSTANTIAL SHAREHOLDERS

As at 30 June 2002, the interests of the Directors in the share capital of the Company or any associated corporations (within the
meaning of the Securities (Disclosure of interests) Ordinance (the “SDI Ordinance”)} as recorded in the register required to be kept
under Section 29 of the SDI Crdinance or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies were as follows:—

Directors’ Interests

(A) Interests in shares
Number of shares held
Corporate Personal
Name Notes Interests Interests Total
Wei Wu m 4,012,000,000 - 4,012,000,000
Qian Yong Wei (2) 4,012,000,000 - 4,012,000,000

Note (1) The Corporate Interests of the shares were held by China Wanan Group Limited, in which 30% was held by Gold Pin Holding
Inc.and 20% was held by Fudi Venture Limited, both of which Mr. Wei Wu was the sole beneficial shareholder.

(2% The Corporate Interests of the shares were held by China Wanan Group Limited, which 50% was held by Sun Man Tai Holdings
Limited, of which Mr. Qian Yong Wei, the former director of the Company who resigned on 12 August 2002, held more than
10% indirect interests through Universal Union Limited and China Wan Tai Group Limited.
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(B) Directors’rights to acquire shares

As at 30 June 2002, there was no interests of the Director’s outstanding share options granted by the Company as recorded
in the register required to be kept under Section 29 of the SDI Ordinance as all share options granted to the employees had
expired on 30 June 2002.

Save as the disclosed above, as at 30 june 2002, none of the Directors, chief executives and their respective associates had any
interests in the securities of the Company or any of its associated corporations as defined in the SDi Ordinance.

Substantial Shareholders
As at 30 June 2002, the following entity (not being a director or chief executive of the Company) had or was deemed to have

interests, being 10% or more in the issued share capital of the Company recorded in the register kept by the Company under
Section 16(1) of the SDI Ordinance.

Number of Percentage
Name issued shares holding
China Wanan Group Limited 4,012,000,000 29.90
Charcon Assets Limited 2,682,810,390 19.99

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
There has been no purchase, sale or redemption of any listed securities of the Company by the Company or its subsidiary companies.
By Order of the Board
Wei Wu

Chairman

Hong Kong, 19 September 2002
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CONSOLIDATED BALANCE SHEET

NON-CURRENT ASSETS
Properties and equipment
Investment properties
Development properties
Investment in associates

Total non-current assets

CURRENT ASSETS
Development properties
Completed properties for sale
Inventories

Trade receivables
Prepayments and deposits
Loans and other receivables
Pledged bank deposits

Cash and bank deposits

Total current assets

CURRENT LIABILITIES

Short-term bank borrowings

Loans payable

Trade payables

Deferred income and deposits from customers
Accrued liabilities and other payables
Due to a former director

Due to a director

Due to shareholders

Due to related companies

Taxation payable

Total current liabilities

Net current liabilities

Total assets less current liabilities

NON-CURRENT LIABILITY
Long-term bank loan

MINORITY INTERESTS

Net assets

Represented by:

Share Capital

Reserves

Cumulative translation adjustments
Accumulated Losses

(Unaudited)

30 June

2002

Notes HKS$'000

80,912
368,800
692,052

1,141,764

334,145

480

9 835
3,179

3,940

11,764

354,343

(975,504)

(116,666)

10 (60,024)
(8,160)

(38,842)

(50,726)

(20,168}

(32,551)

(127}

(12,742)

(1,315,510)
(961,167)

180,597

(89,843)

90,754

13,418
556,963

(479,627)

90,754

(Audited)

31 December
2001

HKS'000

89,837
368,800
650,000

955

1,109,592

320,000
480

39
6,413
6,338
26,740

9,962

369,972

(1,169,411)
(12,424)
(69,590)
(12,464)
(41,718)
(96,924)

(127)
(11,590}

(1,414,248)

(1,044,276)

65,316

(9,905)

55411

1,341,804
966,900
(1,244)

(2,252,049)

55,411




CONSOLIDATED INCOME STATEMENT
For the six-month period ended 30 June 2002

Turnover
- Continuing operations
- Discontinuing operations

Cost of sales

Gross profit

Other revenue

Selling and marketing expenses
General and administrative expenses
Other operating expenses

Profit/(Loss) from operations
- Continuing operations
- Discontinuing operations

Finance cost
Share of loss of associates

Profit/(Loss) before taxation
Taxation

Profit/(Loss) after taxation but hefore
minority interests
Minority interests

Profit/(Loss) attributable to shareholders
- Continuing operations
- Discontinuing operations

Earnings/(Loss) per share — Basic

 mmswsamirums | ([T

{Unaudited)
Six-month
period ended 30 June

2002 2001
(Restated)
Notes HKS$'000 HKS'000
2
6,171 19,000
T 6,666 113,903
12,837 132,903
(3,579) (114.406)
3,258 18,497
8 73,571 3,253
(39) (4,076)
(28,147) (46,567)
- (196,333)
3
36,670 (221559)
¥ 17,973 (3,667)
54,643 (225,226)
(20,750) (15,382)
- (1,336)
33,893 (241,944)
4 - (103)
33,803 (242,047)
206 (1,465)
19,138 ‘ (232,197)
" 14,961 (11,315)

34,099 (243,512)

5 0.25 cents (1.81) cents
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CONSOLIDATED CASH FLOW STATEMENT

Net cash (outflow)/inflow from operating activities

Net cash (outflow)/inflow from investing activities

Net cash (outflow)/inflow before financing activities

Net cash inflow/(outflow) from financing activities

Increase/(Decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Analysis of the balances of cash and cash equivalents

- Cash and bank balances

- Bank overdrafts

STATEMENT OF CHANGES [N EQUITY

Consolidated

Beginning of period

Disposal of subsidiaries

Net profit/{loss) for the period
Capital reduction

End of period

(Unaudited)
Six-month period ended
30 June

2002 2001

HKS'000 HKS'000

(35,081) 180,917

(20,352) 72,994

(55,433) 253,911
57,211 (257,418)
1,778 (3,507)
(5,889) (2,334)
(4,111) (5.841)

11,764 9,817
(15,875) (15,658)
(4,111) (5,841)
{Unaudited)
six-month period ended 30 June
2002 2001
Cumulative
Share Share Capital  translation Accumulated

capital premium reserve  adjustments deficit Total Total
HKS'000 HKS000 HKS'000 HKS'000 HKS'009 HKS$'000 HKS'000
1341804 965874 1,026 {1,244) {2,252,049) 55,411 731,657
- - - 1,244 - 1,244 -
- - - - 34,099 34,099 (243,512)
(1,328,386) (409,937) - - 1,738,323 - -
13,418 555937 1,028 - {479,627) 90,754 488,145




NOTES TO THE FINANCIAL STATEMENTS

1. Basis of Presentation and Accounting Policies

The unaudited interim consolidated condensed financial statements are prepared in accordance with Hong Kong Statement of Standard
Accounting Practice ("SSAP") No. 25 "Interim Financial Reporting” issued by The Hong Kong Society of Accountants and the disclosure
requirements of the Listing Rules of the Stock Exchange. The accounting policies adopted are consistent with those followed in the Group's
annual financial statements for the year ended 31 December 2001 except that the Group has changed certain of its accounting policies
following its adoption of the following Statements of Standard Accounting Practice (SSAPs) issued by the Hong Kong Society of Accountants
which are effective for accounting periods commencing on or after 1 January 2002:

SSAP 1 {revised): Presentation of financial statements
SSAP 11 (revised): Foreign currency translation

SSAP 15 {revised): Cash flow statements

SSAP 25 (revised): Interim financial reporting

SSAP 33 Discontinuing operations

SSAP 34: Employee benefits

The adoption of the above new/revised 55APs had no material impact on the Group's interim financial reporting.

These condensed financial statements should be read in conjunction with the 2001 annual financial statements

The financial statements have been prepared on the going concern basis because the Company's Directors and management believe that
continued support will be obtained from the Group’s bankers and the Group's debt restructuring proposals will be accepted by its bankers
and can be successfully implemented, that the Group will be able to obtain new financing to meet its financial obligations as they fall due,

that the Group's properties can be realised at their book carrying value, and the Group's future operations will be successful.

2. Segmental Information

Analysis of turnover and contribution to profit/(loss) before taxation by principal activity is as follows:
Contribution to

profit/(loss)
Turnover before taxation
Six-month Six-month
period ended 30 June period ended 30 June
2002 2001 2002 2001
HKs$'000 HKS'000 HKS’000 HKS'000
Continuing Operations:
Praperty investment and development 8,171 11,699 25,110 (219,546)
Financial services, including money lending - 7,301 (5,972) (12,651)
6,171 19,000 19,138 (232,197)
Discontinuing Operations:
Hotel operations - 940 (3,372) (5516)
Telecommunication services 6,661 99,958 10,839 (2,032)
Internet related services 5 13,005 7,288 (2,199)
6,666 113,903 14,755 (9,747}
Total 12,837 132,903 33,893 (241,944)

Analysis of turnover and contribution to profit/(loss) before taxation by geographical location is as follows:
Contribution to
profit/{loss)

Turnover before taxation
Six-month Six-month
period ended 30 June period ended 30 June
2002 2001 2002 2001
HKs$’000 HKS'000 HKs’000 HKS5'000
Hong Kong 6,171 28,898 15,598 (241,142)
North America 6,661 96,656 10,995 85
Mainland China 5 7,349 7,300 (887)

12,837 132,903 33,893 (241,944)
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Profit/(Loss) from Operations

Profit/{Loss) from operations has been arrived at after (charging)/crediting:

2002 2001
HKS’000 HKS000
Continuing Operations:
Provision for impairment in value of investment properties - (34,200)
Provision for impairment in value of development properties - (147,563)
Provision for impairment in value of long-term investment - (12,850)
Cost of sales - (24,444
Depreciation (1,415) (4,176)
Interest income 4 1,091
Gain on disposal of fixed assets and
certain other assets to a former director (Note 8) 5,027 -
Gain on partial waiver of a loan from a former director (Note 8) 48,000 -
Discontinuing Operations:
Interest income - 518
Cost of sales (3,579) (89,962)
Depreciation (2,059) (3,459)
Provision for advances to an associate - (1,720)
Gain on disposal of subsidiaries engaged in
discontinuing operations (Note 8) 19,180 -
Taxation

The Company is exempted from taxation in Bermuda until 2016.No Hong Kong profits tax was provided as there was no assessable profit
arising in or derived from Hong Kong during the period (2001 - Nil). No overseas taxation was provided by subsidiaries operating overseas as
they had no estimated taxable income during the period (2001 HK$103,000).

Earnings/(Loss) Per Share

The calculation of basic earnings per share for the six months ended 30 June 2002 was based on the consolidated profit attributable to
shareholders of approximately HK$34,099,000 (2007 - loss of HK$243,512,000) and on the weighted average number of approximately
13,418,040,000 shares (2001 - 13,418,040,000 shares) in issue during the period.

No diluted earnings per share is presented as all share options were lapsed as at 30 June 2002 (2007 - all anti-dilutive).

Dividend

The Directors have resolved not to declare any interim dividend (2001 — Nil),

Capital reduction

On 26 March, 2002, the Company proposed a capital reduction plan pursuant to which the par value of each of its 13,418,040,000 ordinary
shares in issue was reduced from HK$0.1 to HK$0.001, its share premium was reduced by approximately HK$409,937,000, and its accumulated
deficit was reduced by approximately HK$1,738,323,000. Moreover, the Company’s 6,581,960,000 authorised but unissued ordinary shares
with a par value of HKS0.1 each were cancelled and replaced by 1,986,581,960,000 authorised but unissued ordinary shares with a par value
of HK$0.001 each

Gain on disposal of certain assets to a former director and partial wavier of a loan from the director

In February 2002, the Group completed the disposal of certain subsidiaries engaged in the telecommunications and internet businesses and
certain other assets, which had an aggregate net book value of approximately HK$4,883,000 as at 31 January 2002, to Mr. Wong Kwan (a
director of the Company up to 29 January 2002 and a substantial shareholder of the Company) for cash consideration of HK$30,000,000,

resulting in a gain of approximately HK$25,117,000, which was recorded as other revenue for the current period.

In January and Aprif 2002, Mr.Wong Kwan waived certain amounts owing to him by the Group amounting to approximately HK$48,000,000,
which was recorded as other revenue for the current period.
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Trade Receivables

The Group maintains & defined credit policy for its trade debtors. The aging analysis of trade receivables is as follows:

30 June 2002 31 December 2001
HK$'000 HKS000
0to 1 month . 648 3,567
1to 2 months 141 1,886
2 to 3 months 2 750
Over 3 months 44 210
835 6,413
Trade Payables

The aging analysis of trade payables is as follows:
30 June 2002 31 December 2001
HKS'000 HKS'000
0to 1 month 8,120 4,252
1 to 2 months 5,431 6,799
210 3 months 318 3,988
Over 3 months 46,085 54,551
60,024 69,590

Discontinuing operations

In December 2001, the Group entered into an agreement to dispose of certain subsidiaries engaged in the telecommunications and internet
business. Completion of the disposal toak place in February 2002. Thereafter, the Group ceased its telecommunications and internet business,
the results of which are presented as "discontinuing operations” in the consolidated income statement for the six-month period ended 30
June 2002.The consolidated income statement for the six-month period ended 30 June 2001 has been restated to present the results of the
Group's telecommunications and internet business as discontinuing operations,

The results of the discontinuing operations were;

(Unabudited)
Six-month period ended

30th June

2002 2001

HKS'000 HK$'000

Turnover 6,666 113,903
Cost of sales (3,579) (89,962)
Gross profit 3,087 23,941
Other revenue 19,193 1,530
Selling and marketing expenses (39) (184)
General and administrative expenses (4,268) (27,234)
Other operating expenses - (1.720)
Profit from operations 17,973 (3.667)
Finance costs (3,218) (4,744)
Share of loss of associates - (1,336)
Profit/(loss) before taxation 14,755 (9,747)
Taxation - (103)
Profit/{loss) after taxation but before minority intersts 14,755 (8,850)

Minority interests 206 (1,465)
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CORPORATE INFORMATION
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Executive Directors
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Non-executive Director
Wei De Zhong

Independent Non-executive Directors
Leung Tze Hang, David

Lai Si Ming

Audit Committee

Leung Tze Hang, David
Lai Si Ming

Company Secretary

Yuen Wal Kuen

Solicitors

Siao, Wen & Leung

Auditors
PricewaterhouseCoopers
Principal Bankers

The Bank of China (H.K) Limited

Liu Chong Hing Bank, Limited
The Hongkong Chinese Bank, Limited

Industrial and Commercial International Capital Limited

Shanghai Commercial Bank Limited

Registered Office
Clarendon House
Church Street
Hamilton HM11
Bermuda

Website Address

www.sunsgrouphk.com

Head Office and Principal Place of Business

29/F. & 30/F.

The Sun’s Group Centre
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Wanchai

Hong Kong

ADR Depositary

The Bank of New York

101 Barclay Street

22nd Floor West
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USA

Website: www.adrbny.com
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Tengis Limited
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Hong Kong
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